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This special issue of the Journal of Accounting and Organisational Change is 
motivated by the desire to bring together papers that reflect the richness of current 
research into public sector accounting, bearing in mind its relatively recent emergence 
as an area of interest. It was only in 1984 that Hopwood and Tomkins remarked that 
“In a very short period of time, accounting in the public sector has become a major 
topic for both debate and action” (p. 1) although, at that time they noted “very little 
tradition of public sector accounting research” (p. 3). Just a year later, in 1985, the 
journal Financial Accountability and Management in Governments, Public Services 
and Charities was launched in the UK and over the last 25 years public sector 
accounting has become a fertile ground for researchers. 
One of the features that has attracted the interest of researchers is that the public 
sector has undergone significant changes. The broad change in ideology promoted 
through New Public Management (NPM) has meant that substantial areas of the 
public sector have been privatised, traditional core public sector activities have been 
corporatised, novel funding sources through private-public partnerships have been 
initiated. Accounting has been involved in these changes and in some cases has 
underpinned them. The boundaries of accounting have been expanded beyond the 
traditional financial aspects of activity to encompass broader governance and 
accountability issues such as the  setting of performance standards and the subsequent 
measurement of activity. While many of the techniques promoted have their roots in 
the private sector, where the underlying methods have been developed, broader debate 
over the applicability of these techniques has occurred and adaptation has been 
required to suit them to the non-profit environment. 
 
These changes have not been limited to individual countries or particular areas of 
activity, continuous change at both macro and micro levels has been a feature of 
public sectors across the globe. Although change in some of the western democracies 
began over 30 years ago, for other nation states the change is more recent. The 
adoption of New Public Management, in its various guises, has stimulated research 
and the papers contained in this special edition show both how accounting permeated 
the public sector even before the NPM hiatus and also how it is reaching into the 
operations of individual entities. Organisations and their accounting have changed in a 
related manner; new approaches to accounting have inspired change while, at the 
same time, changes, such as introducing quasi-markets and agencification, have called 
for revised accounting practices. 
The papers in this special issue of the Journal of Accounting and Organisational 
Change provide us with an opportunity to step back and reflect on the consequences 
of some aspects of this change. We are fortunate to have contributors who have based 
their research in the UK (Agrizzi; Liu et al and Robson), Australia (Hoque and Moll); 
Finland (Rautiainen); and Eqypt (Hassan). The papers have used a variety of 
theoretical frameworks – institutional theory, habermasian theory and organisational 
change to frame the cases examined and the understandings about the changes that 
can be derived from these cases.  In terms of method, all the papers are case studies 
relying on interview data and document analysis to give a richness and in-depth 
examination of change. 
Several themes are explored in this issue. Robson provides a chronological 
examination of accounting change in the UK hospital system over a century, and 
challenges us to step back from the continual transformation around us and to reflect 
on broader patterns of change that have taken place over a relatively long period of 
time. Agrizzi explores reform in the UK hospital system, specifically the introduction 
of performance measurement systems. She demonstrates the continual change in 
performance mechanisms imposed at a government level and how this affected the 
daily lives of professionals working in the system and also the unintended effects on 
patient care.  Hoque and Moll use a case study of a water entity in the local 
government context in Australia to explore similar themes.  Accounting techniques 
and the creation of internal markets has an effect on both the services delivered and 
employee stress.  Rautiainen also examines a voluntary change in the performance 
management system of a Finish municipality, but in particular the role of broader 
institutional factors on the internal change pressures.  Hassan turns his attention to the 
role that financial accounting regulations have played in the change in the Egyptian 
economy. Liu et al have examined the change in one organisation, the Crown 
Prosecution Service in the UK, through the introduction of a ‘new’ accounting 
system. 
The failure previously to recognise the public sector as a fertile area for accounting 
research might be due to the dominance of profit seeking economic models and a 
strong professional base in the private sector. The first paper, by Robson, is a 
reminder that the process of accounting in the public sector predates New Public 
Management and that many of the problems that accounting is now called on to help 
solve have existed for a long time. A similar feature can also be noted with respect to 
the structure of organisations. At the end of the nineteenth century most UK acute 
hospitals were separate entities governed by an elected local board, a description 
which could cover the latest organisational manifestation in England, namely the 
Foundation Trust. At the same time accountability was exercised through the 
publication of financial and statistical data to allow comparisons to be carried out in 
the pursuit of economy. The paper charts the role of accounting in the context of 
delivering health care and shows how the calls made upon it to measure performance 
and allocate resources were often beyond its capability. Throughout the period 
covered there was much, albeit slow, incremental development in accounting 
practices which was at various points pushed forward and at others impeded by 
individuals and institutions. 
After Robson’s paper, which shows how accounting and health care have a long 
mutual history, comes one by Agrizzi that examines a current issue through the use of 
interviews. While Robson traces the demands placed on accounting and the extent to 
which it could meet them, Agrizzi reveals how accounting techniques must be 
imposed with care. She shows the unintended consequences that can arise when the 
attempt is made to exercise control at a distance over NHS trusts through setting 
performance targets that are then monitored. A mixture of metrics was used; overall 
there is a financial imperative to live within the funding provided but the performance 
targets then dealt with such aspects as cleanliness and waiting times. The concept of 
steering drawn from Habermas’ critical theory is used to discuss the dynamics of 
central control at the micro and macro levels. In the macro context, the Department of 
Health introduced a set of key targets which had to be operationalised at the micro 
level. The paper identifies how the hospital developed coping mechanisms that had to 
balance complex and interacting internal and external environmental forces. A 
perverse outcome was that a system intended to encourage the delivery of quality 
healthcare resulted in dysfunctions such as rationing, exclusion and disregard for 
clinical priority. 
Liu et al report the results of a longitudinal study that took place over a number of 
years from 2000 to 2005 using interviews, observation, work shadowing and archival 
research. This time frame enables them to trace the development of the accounting 
system alongside changes taking place within the organisation. The relative success of 
the innovations identified might lie in the fact that the procedures were developed 
locally to meet identified pressures. External pressure was exerted by the funder, in 
this case the Treasury, and internal pressures derived from the need to relate funds to 
outputs. A notable feature was staff involvement with the result that they had a 
positive attitude towards the budgetary process and appreciated its intrinsic fairness. 
However, there were some problems as a variety of pressures remained, not all of 
them under the organisation’s control, that caused variances between actual and 
budgeted costs. 
Together, Agrizzi’s and Liu et al’s papers show how in depth research can inform 
practice and the necessity to increase the dialogue with practitioners if the full 
benefits of research are to be realised.  The former shows how imposed systems can 
have unintended consequences while the latter demonstrates how one that is 
developed sympathetically can meet with success. Compulsory diffusion can create 
tensions and divert local management possibly because it is too interventionist. On the 
other hand, identifying problems and producing local, bespoke responses can have a 
profound impact. The message is that excessive central control can be counter-
productive. 
Similar useful results are found in the next paper, that by Hoque and Moll, where the 
change and the related accounting came with the replacement of a traditional 
hierarchical model with one based on an internal purchaser/provider model. This 
revision is accompanied by tension created by the latent threat of sourcing services 
from outside organisation so as to introduce competition, where once there was 
monopoly, aimed at achieving economy and efficiency. The research site is a waste 
and water provider in an Australian local government setting which operates as a 
commercialised directorate or business unit. The usefulness of accounting information 
was limited by weaknesses in the accounting system which was unable to cater for the 
requirements of individual functional areas partly because of poor specification of 
entity and sub-entity boundaries. This reflected the fact that resources, such as 
employee time, were not accurately matched with separate areas of activity. Some of 
these issues derived from the failure to involve employees in the reforms. This is a 
similar lesson to that delivered in the Agrizzi paper and again questions the adoption 
of private sector practices as a matter of rote rather than understanding. 
The paper by Rautiainen uses interviews at the city level to investigate the role of 
crises in accounting change. Prior to the change, budgets were routinely exceeded and 
many council members were not aware that a balanced scorecard approach had been 
introduced. Also, decision making was slow because of a lack of single party control 
in the council. A hiatus was created by the replacement of the City Manager and 
elections in which the city’s financial position was an issue. New disciplines were 
introduced and it became clear that revisions were needed in the accounting area with 
measurable targets in budgets and reports. At the same time confidence was lost in the 
old organisational habits and so both rational and institutional pressures converged to 
bring about change. The new practices were trusted and reduced learning anxiety so 
that there was increased cooperation and less wasted effort. Local solutions arose in 
response to local problems rather than a system being imposed without consultation. 
This is another instance where organisational change, accompanied by accounting 
revisions, can be deemed a success because of the involvement of local change 
agents.  
 
While the first papers are concerned with single institutions, the final paper has a 
country based perspective. It uses Habermas’ societal development model to examine 
tensions in Egypt between various regulatory agencies, including the state, in an 
economy undergoing transition to a market regime. Hierarchical, non-consultative 
colonial rule was continued on independence in the guise of state socialism. The state 
controlled much of the economy and, with support from the accounting profession, 
prescribed accounting regulations mainly aimed at controlling how public funds were 
used. The focus of accounting was to plan and control. Change came in the form of 
state withdrawal from economic activity with the encouragement of inward 
investment and developing relations with the World Bank and International Monetary 
Fund. However, the accounting system that had been designed for an extensive public 
sector was not revised to recognise the new modes of activity. Finally, through the use 
of International Accounting Standards, with adaptation to local conditions, the state’s 
influence has diminished and accountancy became more of a profession rather than 
simply complying with prescriptive regulations. A rebalancing of the economy 
between the public and private sectors had been accompanied by a corresponding 
change in accounting practices. 
 
This collection of papers demonstrates that there is much to be gained both in a 
theoretical and practical sense through continued indepth accounting research.  
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